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(2) Such person was convicted in a
criminal proceeding or is a named
party in a pending criminal proceeding
(excluding traffic violations and other
misdemeanors);

(3) Such person was the subject of
any order, judgment, or decree, not
subsequently reversed, suspended, or
vacated, by any court of competent ju-
risdiction, permanently or temporarily
enjoining or otherwise limiting such
person from engaging in any type of
business practice.

(1) Relationship with qualified public
accountant. (1) If a change or changes
in qualified public accountants have
taken place since the last annual re-
port to shareholders or if a disagree-
ment with a qualified public account-
ant has occurred that the institution
would be required to report to the
Farm Credit Administration under part
621 of this chapter, the information re-
quired by §621.4(c) and (d) of this chap-
ter must be disclosed.

(2) Disclose the total fees, by the cat-
egory of services provided, paid during
the reporting period to the qualified
public accountant. At a minimum,
identify fees paid for audit services,
tax services, and non-audit related
services. The types of non-audit serv-
ices must be identified and indicate
audit committee approval of the serv-
ices.

(m) Financial statements. (1) Furnish
financing statements and related foot-
notes that have been prepared in ac-
cordance with generally accepted ac-
counting principles and instructions
and other requirements of the Farm
Credit Administration and that have
been audited in accordance with gen-
erally accepted auditing standards by a
qualified public accountant and an
opinion expressed thereon. The state-
ments shall include the following
statements and related footnotes for
the last 3 fiscal years: balance sheet,
statement of income, statement of
changes in protected borrower capital
and at-risk capital, and statement of
cash flows.

(2) State that the financial state-
ments were prepared under the over-
sight of the audit committee, identi-
fying the members of the audit com-
mittee.

§620.10

(n) Credit and services to young, begin-
ning, and small farmers and ranchers and
producers or harvesters of aquatic prod-
ucts. (1) Each direct lender association
must describe the YBS demographics
in its territory and the source of the
demographic data. If there are dif-
ferences in the methods by which the
demographic and YBS data are pre-
sented, these differences must be de-
scribed.

(2) Each direct lender association
must provide a description of its YBS
program, including a status report on
each program component as set forth
in §614.4165(c) of this chapter and the
definitions of ‘‘young,” ‘‘beginning,”
and ‘‘small”’ farmers and ranchers. The
discussion must provide such other in-
formation necessary for a comprehen-
sive understanding of the direct lender
association’s YBS program and its re-
sults.

(3) Each Farm Credit bank must in-
clude a summary report of the quan-
titative YBS data from its affiliated di-
rect lender associations as described in
FCA’s instructions for the annual YBS
yearend report. The report must in-
clude the definitions of ‘“‘young,” ‘‘be-
ginning,” and ‘‘small” farmers and
ranchers. A narrative report may be
necessary for an ample understanding
of the YBS mission results.

[61 FR 8656, Mar. 13, 1986, as amended at 69
FR 16471, Mar. 30, 2004; 70 FR 53909, Sept. 13,
2005; 71 FR 5764, Feb. 2, 2006; 71 FR 76119, Dec.
20, 2006; 72 FR 4414, Jan. 31, 2007]

Subpart C—Quarterly Report

§620.10 Preparing the quarterly re-
port.

(a) Each Farm Credit bank and direct
lender association must prepare a quar-
terly report within 40 calendar days
after the end of each fiscal quarter, ex-
cept that no report need be prepared
for the fiscal quarter that coincides
with the end of the fiscal year of the
institution.

(b) The report shall contain, at a
minimum, the information specified in
§620.11 and, in addition, such other ma-
terial information (including signifi-
cant events) as is necessary to make
the required disclosures, in light of the

239



§620.11

circumstances under which they are
made, not misleading.

[62 FR 15093, Mar. 31, 1997, as amended at 71
FR 76120, Dec. 20, 2006]

§620.11 Content of quarterly report to
shareholders.

(a) General. The information required
to be included in the quarterly report
may be presented in any format
deemed suitable by the institution, ex-
cept as otherwise required by this sec-
tion. The report must be organized in
an easily understandable format and
not presented in a manner that is mis-
leading.

(b) Rules for condensation. For pur-
poses of this section, major captions to
be provided in the financial statements
are the same as those provided in the
financial statements contained in the
institution’s annual report to share-
holders, except that the financial
statements included in the quarterly
report may be condensed into major
captions in accordance with the rules
prescribed under this paragraph and
paragraph (f) of this section.

(1) Interim balance sheets. When any
major balance sheet caption is less
than 10 percent of total assets and the
amount in the caption has not in-
creased or decreased by more than 25
percent since the end of the preceding
fiscal year, the caption may be com-
bined with others.

(2) Interim statements of income. When
any major income statement caption is
less than 15 percent of average net in-
come for the 3 most recent fiscal years
and the amount in the caption has not
increased or decreased by more than 20
percent since the corresponding in-
terim period of the preceding fiscal
year, the caption may be combined
with others. In calculating average net
income, loss years should be excluded.
If losses were incurred in each of the 3
most recent fiscal years, the average
loss shall be used for purposes of this
test.

(3) The interim financial information
shall include disclosure either on the
face of the financial statements or in
accompanying footnotes sufficient to
make the interim information pre-
sented not misleading. Institutions
may presume that users of the interim
financial information have read or

12 CFR Ch. VI (1-1-09 Edition)

have access to the audited financial
statements for the preceding fiscal
year and the adequacy of additional
disclosure needed for a fair presen-
tation may be determined in that con-
text. Accordingly, footnote disclosure
that would substantially duplicate the
disclosure contained in the most recent
audited financial statements (such as a
statement of significant accounting
policies and practices), and details of
accounts that have not changed signifi-
cantly in amount or composition since
the end of the most recent completed
fiscal year may be omitted. However,
disclosure shall be provided of events
occurring subsequent to the end of the
most recent fiscal year that have a ma-
terial impact on the institution. Dis-
closures should encompass, for exam-
ple, significant changes since the end
of the most recently completed fiscal
year in such items as accounting prin-
ciples and practices; estimates inher-
ent in the preparation of financial
statements; status of long-term con-
tracts; capitalization, including signifi-
cant new indebtedness or modification
of existing financing agreements; and
the reporting entity resulting from
business combinations or dispositions.

(4) If, during the most recent interim
period presented, the institution en-
tered into a business combination
treated for accounting purposes as a
pooling of interests, the interim finan-
cial statements for both the current
year and the preceding year shall re-
flect the combined results of the pooled
businesses. Supplemental disclosure of
the separate results of the combined
entities for periods prior to the com-
bination shall be given, with appro-
priate comments or comparisons be-
tween the separate and consolidated re-
sults.

(5) If a material business combina-
tion accounted for as a purchase has
occurred during the current fiscal year,
pro forma disclosure shall be made of
the results of operations for the cur-
rent year up to the date of the most re-
cent interim balance sheet provided
(and for the corresponding period in
the preceding year) as though the com-
panies had combined at the beginning
of that period. This pro forma informa-
tion shall, at a minimum, show:

(i) Total operating income.
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